Introduction
Bali is a popular tourist destination in the world. Badung Regency is one of the areas in the province of Bali is a favorite of tourists to settle in Bali, as evidenced by the highest hotel occupancy rate is in Badung. One of the sectors that support tourism activities is the craft industry. Badung regency also has potential in the field of handicrafts, has even penetrated the international market. However, in recent years, the value of non-oil exports (including crafts) in Badung experiencing a downward trend as shown in Figure 1 . Research problems are formulated is that the performance of craft businesses is not optimal that lead has been a decline in the export trade of handicraft products in the last four years. The performance is not optimal due to the absence of effort sufficient of craftsmen when the pressure of the global market occur, as referred from Leibenstein and Maital (1992) . The performance is not optimal described by the condition of not achieving optimal efficiency of resource businesses to response the dynamics market pressure, referring to the x-Efficiency theory of Leibenstein and Maital (1992) , so that the business can not achieve the competitiveness required, and also in turn unformed welfare to encourage the strengthening of innovation and creativity of production.
The purpose of this study is to analyze the direct influence of the various factors that affect the welfare of craftsman, namely: government policy, social infrastructure, entrepreneurship, and competitive resources. Further analysis also indirectly influence government policies on the craftsman welfare with the mediation of social infrastructure, entrepreneurship, and competitive resources.
II. Literature Review
Theory of Welfare Theorywelfare in general can be classified into three kinds, namely classical utilitarian, neoclassical welfare theory and new contractarian approach (Albert and Hahnel, 1990) . Classical utilitarian approach emphasizes that the pleasure or satisfaction a person can be measured and grow. Principles for individuals is increasing the level of welfare as much as possible, while improving the welfare for the people of the group is the principle held in his life. Neoclassical welfare theory approach explains that the welfare function is a function of all the individual satisfaction. Other developments in the theory of social welfare is the emergence of new contractarian approach that raised the maximum freedom in lives of individual or someone. It is most emphasized in the new contractarian approach is the individuals will maximize their freedom to pursue their concept of goods and services without any interference.
Theory of economics welfare studying various conditions under which the solution of equilibrium models generally can be said to be optimal. This requires, among others, the optimal allocation of factors of production among consumers (Salvatore, 1997) . There are various levels of development of the measurement of the physical well-being, such as the Human Development Index, Physical Quality LifeIndex, Basic Needs, and GNP. The size of the economic welfare of the program can be seen from two sides, namely consumption and production (scale enterprises). In terms of consumption, welfare can be measured by calculating how much expenditures to a person or a family for clothing, food, shelter, and other necessities in time or a certain period.
Over the last 20 years, studies on the welfare of the community has grown, not only limited to the nominal size, but expanded to the field of non-economic study, so the concept has been modeled as a welfare measure the quality of life (wesgate, 1996; Kamya, 2000) . The quality of life is stated to have dimensions of religious well-being (Tsung, 2002) . Spiritual well-being is stated to have a component related to the dimensions of public health, physical and social conditions, as well as the intellect factor (Ellison and Smith, 1991; Chandler etal.,1992; Kamya, 2000) .
The definition of spiritual well-being is also described as a behavior which is too religious, a good understanding of the purpose and nature of life, aligning themselves to achieve happiness and the view that life is the complexity of many destinations (Adams etal.,2000) . Tsung et al.(2002) , states that the dimensions of existential well-being is related to life satisfaction and mental health and psychological level. Thus, in contrast to the concept of welfare nominal measurements, then the welfare approach as developed by a number of researchers Ellison and Smith (1991) , Chandler et al.(1992) , Wesgate (1996) , Kamya (2000) , Tsung et al. 
Government Policy
Birth of government in the beginning is to maintain a system of order in masyasrakat, so that the people can live a life as normal. Along with the development of modern society characterized by increasing needs, the role of government then changed to serve the community. Modern government, in other words, is essentially a service to the community. Governments were held not to serve theirselves, but to serve the community, create conditions that allow each member to develop the ability and creativity in order to achieve progress together (Al Rashid, 2000) .
Osborne and Gaebler (Al Rashid, 2000), even stated that a democratic government is born to serve its citizens and therefore the task of the government is looking for ways to delight its citizens. Thus the birth of the government to provide an understanding that the presence of a government is a manifestation of the will of the public to do good for the benefit of society, even Van Poelje (in Hamdi, 1999) asserted that, government can be viewed as a science that teaches how best to direct and led public services. Ndraha (2000) , said that the government holds the responsibility for the people's interests. Further Ndraha also said that the government is all loads that produce, distribute, or sell the appliance meet community needs in the form of public services and the civil service.
No country in the world that does not to involve the government role in the economic system. Not even in countries that follow the capitalist system that requires more dominant role of private sector in managing the economy. Since none of the capitalist countries in the world that embraces the pure capitalist system. According to Adam Smith, capitalist economists, put forward his theory that everything in the economy will operate independently adjust towards equilibrium according to the market mechanism. Attraction force in the economic system as controlled by"the invisible hand", and thus does not require so much government interference. And then by Adam Smith the role of government includes only three functions, namely to keep the security and defense of the country, organizing the judiciary, providing goods that can not be provided by the private sector. In the present time, numerous developments and advances due to the rapid advancement of technology and the many new inventions and increasingly the open economy between countries, causing so much interest that relate and collide. This led the government's role is increasingly needed in regulating the running of the economy, because it is not fully all areas of the economy that can be handled by the private sector. Thus in the modern economic system, the government's role can be divided into three parts, namely the role allocation, role distribution, and stabilization role.
Within the framework of the perspective competitiveness developments of enterprises, the government policy plays a decisive facilitator in founding formal and non-formal institution (North, 1990 ). The recent government policy can also be enabled through the cooperation of government, business and society. The integration of the three known within the framework of Corporate Social Responsibility policy, which invites governments and the business world to build a welfare of society.
Social Infrastructure and Entrepreneurship
The concept of the theory that developed by Flora and Flora (1993) , about enterpreneural social infrastructure is the theoretical framework that was built in order to facilitate institutions to strengthen the presence of entrepreneurs into growing. Therefore, it can be stated that the social entrepreneurs infrastructure network is strengthening the network communities in order to strengthen creativity and innovation, especially in rural communities in the United States as research areas of Flora and Flora (1993) .
Institutional strengthening in order to develop creativity and innovation climate that has been formed in rural communities, should be guided by establishing a framework of a system that allows the maintenance of the creativity of entrepreneurs in a sustainable manner. Flora and Flora (1993) , outlines three (3) components, namely symbolic diversity, mobilization ofresources,and network quality. Symbolic diversity is a process of collective action on the rural communities activity that tend to have proximity to one another with a private interpersonal one another informally. The second dimension of entrepreneurs social infrastructure is the mobilization of resources as a local resource resilience in facing the challenges of business and market competition. The third dimension of the entrepreneurs social infrastructure is network quality,which resulted in the foundation reinforcement pace of innovation and creativity of the community through the development of networks of information, knowledge and business strategies useful to be practiced and utilized together. Baldacchino (2009) , stated that entrepreneurship is the ability to be creative and innovative which is used as the base, tips, and resources to find opportunities for success. The essence of entrepreneurship is the ability to create something new and different through creative thinking and innovative action to create opportunities. Creativity is the ability to develope new ideas and new ways of solving problems and finding Creativity is what will bring entrepreneurs to innovate the business. Drucker (1985) , defines entrepreneurship as the spirit, skills, attitudes, behavior of individuals in handling business or activity that leads to the search for, create, implement ways of working, technologies, and new products to improve efficiency in order to provide better services and or obtain greater profits. There are five essentials of entrepreneurship, namely (1) a strong ability to work with a spirit of independence (especially economic); (2) the ability to solve problems and make decisions in a systematic, including the courage to take risks; (3) the ability to think and act in a creative and innovative; (4) the ability to work as a conscientious, diligent and productive; and (5) the ability to work in unity based on healt business ethics.
Theory of x-Efficiency
According Leibenstein (1977) , with a theoretical model x-Efficiency, assumes that the production function neo-classical is a sham and did not reach the level of efficiency that is actually, because the facts show that man as the driving factor of production does not have the same response in respond to any pressure that occurs as a result of market dynamics. Intertial cost faced by any society is very different, because it will depend on the environmental conditions of demographic and economic factors (Chang, 2007) . If a community has a high response in the face of each of the development dynamics of the market, then the pressure will produce the effort that created the low cost of production and increase productivity and competitiveness. Leibenstein (1977) , defines the work effort with four variables. This theory states that every individual has a choice of four combinations to get one of the four most optimal choice. Choice of one of four possible effort called the point, at the level of the bottom character selection option is still positive levels of satisfaction, but proceeds reach the top then move downwards. Swing movement depicts the declining marginal utility of the effort will be negative, and total utility starts to decline.
Empirical model
Based on the theory, concepts, and the results of previous research, it can be arranged as a research model 
Research hypotheses
Hypothesis in this study as many as 16 hypotheses, consisting of 10hipotesis which are direct effects, and six hypotheses that are indirect effect. In addition, the research hypothesis as shown in Table 1 .
III. Research Method
I. This research uses a quantitative approach that is reinforced by the descriptive analysis. The research location is in Badung Regency, with the object of research is the SME craft. Data was collected through a questionnaire instrument which has proven valid and reliable. Collected data analyzed by using Partial Least Square-Structural Equation Modeling (PLS-SEM). II.
The population in this study were 372 craft SMEs in Badung Regency that are distributed in six district. Furthermore, the sample size was calculated using the formula Slovin (e = 10%), in order to obtain a sample of 79 SMEs. Sampling technique is stratified random sampling, namely by determining the number of samples per area (district) proportionally, and then respondents selected randomly. Government policy has a positive and significant effect to social infrastructure. X  Y1 2.
Government policy has a positive effect and significant effect to entrepreneurship. X  Y2 3.
Government has a positive and significant effect to the competitive resources. X  Y3 4.
Government policy has a positive and significant effect to the welfare of craftsman. X  Y4 5.
Social Infrastructure has a positive effect and significant to entrepreneurship. Y1  Y2 6.
Social Infrastructure has a positive and significant effect to the competitive resources. Y1  Y3 7.
Social Infrastructure has a positive and significant effect to the welfare of craftsman. Y1  Y4 8.
Entrepreneurship has a positive and significant effect to the competitive resources. Y2  Y3 9.
Entrepreneurship has a positive and significant effect to the welfare of farmers. Y2  Y4 10.
Competitive resources has a positive and significant effect to the welfare of farmers. Y3  Y4
11.
Government policy has an indirectly significant effect to entrepreneurship through social infrastructure. X  Y2 (*)
12.
Government policy has a indirectly significant effect to the competitive resources through social infrastructure and entrepreneurship. X  Y3 (*)
13.
Government policy indirectly has a significant effect to the welfare of craftsman through social infrastructure, entrepreneurship, and competitive resources. X  Y4 (*)
14.
Social infrastructure indirectly has a significant effect to the competitive resources through entrepreneurship. Y1  Y3 (*)
15.
Social infrastructure indirectly has a significant effect to the welfare of craftsman through entrepreneurship and competitive resources. Y1  Y4 (*)
16.
Entrepreneurship indirectly has significant effect to the welfare of craftsman through the competitive resources. Y2  Y4 (*)
Note : (*) = Indirect Effect 
IV. Data Analysis And Discussion

Result of Analysis Data with PLS-SEM
The first step to interpret the output from the PLS-SEM testing is to test using the outer models. Outer models test done with validity test and reliability test. The results of outer model test show that the research model has suitable with the test criteria. In addition, the result of results outer models test show in Appendix 1 and Appendix 2. After testing by outer model test, further to estimate the inner models by looking at R-square value and the Qsquare, as in Table 2 . By using the R-square values in Table 2 , the Q-square value is calculated as follows: Calculate results for Q-square value is 0964, which means that 96.4 percent of the variation value of craftsman well-being variable can be explained by the construction in the model of this study. Only for 3.6 percent of the variation of the value changes craftsman welfare variable that can not be explained by the constructions in the research model. The next stage is to test the direct and indirect influence between the variables. Output of direct influence in Table 3 , and the indirect effect is shown in Table 4 . BasedTable 3 and Table 4 , it can be tested of the research hypothesis. In general, the direct and indirect influence between variables are significant, except on the direct effect of government policies to the welfare of craftsman where the effect is not significant. In addition, the results of research hypothesis testing are shown in Table 5 . Hypothesis Accepted Government policy has a positive and significant effect to the entrepreneurship.
Result of Hypothesis Testing
3.
Hypothesis Accepted Government policy has a positive and significant impact to the competitive resources.
4.
Hypothesis Rejected Government policy has not a significant effect to the craftsman welfare.
5.
Hypothesis Accepted Social infrastructure has a positive and significant effect to the entrepreneurship. 6.
Hypothesis Accepted Social infrastructure has a positive and significant impact to the competitive resources. 7.
Hypothesis Accepted Social infrastructure has a positive and significant effect to the craftsman welfare. 8.
Hypothesis Accepted Entrepreneurship has a positive and significant impact to the competitive resources. 9.
Hypothesis Accepted Entrepreneurship has a positive and significant impact to the farmers welfare. 10.
Hypothesis Accepted Competitive Resources has a positive and significant impact to the farmers welfare.
11.
Hypothesis Accepted Government policy indirectly has an significant effect to entrepreneurship through social infrastructure.
12.
Hypothesis Accepted Government policy indirectly has a significant effect to the competitive resources through social infrastructure and entrepreneurship.
Hypothesis Accepted
Government policy indirectly has a significant effect to the craftsman welfare through social infrastructure, entrepreneurship, and human resources.
14. Hypothesis Accepted Social infrastructure indirectly has a significant effect to the competitive resources through entrepreneurship.
Social infrastructure indirectly has a significant effect to the craftsman welfare through entrepreneurship and competitive resources.
Entrepreneurship indirectly has a significant effect to the craftsman welfare through the competitive resources.
Direct Effect Between Government Policy, Social Infrastructure, Enterprise, Resource Compete, and Craftsmen Welfare Hypothesis testing results show that the direct effect between the research variables entirely positive and significant, except on the direct effect of government policies to the craftsman welfare, where the p-value is worth 0162 (greater than 0.05), which means that the effect is not significant. North (1990) , said that there are five functions of the government's policy to provide guidance to businesses, namely (a) the facilities of government policy in resource development, (b) assisting the government in strengthening technology savings on production, (c) the role of government in empowering business world organization more effective and efficient business management, (d) the role of government in the development of our business partners and The government's role could be decisive part in the development of the institutional system that can serve the environmental condition in order to strengthen social entrepreneurship associated with innovation and creativity to flourish. Government policies have a significant effect to infrastruktur social value tstatistic. of 2.721 The value is greater than ttable by 1.96. Similarly with p value amounting to 0,007, which means the effect is significant at the level of 5 percent.
Government policy is also becoming an important fact in moving the production and expansion of employment. The results of this study indicate that government policies has a positive and significant effect to entrepreneurship, where the confidence level of 5 percent, a scoretstatistic of 2.895which was still greater than the value ttable = 1.96, so it can be stated that the effect of government policies towards entrepreneurship is significant.
The craftsmen ability is very limited to establish the necessary creativity and innovation in business development. Thus, efforts to develop innovations become an obstacle in establishing the competitiveness of craftsman. In order to empower small businesses, governments in many countries have diverse policy in facilitating the development of innovation in order to promote the progress of small businesses that cover the needs innovation, government assistance in order to develop the skills of employees, as well as efforts to build employee productivity increasingly competitive (Chen and Guan , 2012) . Cook etal.(2003) , concluded that government policy be decisive in the development agenda of small businesses in many countries. Government policy is also controlling the direction of development of small businesses that have an impact on the business, the user consumer products as well as other parties (Herrera et al, 2008) . The role of government also have a real impact and contribute to the power base of operations and the establishment of public welfare (Wolff, 2002) . Governments in many countries also play a role, among others, (1) to encourage the development and mentoring, (2) providing financial assistance, (3) a regulation to protect the business, and (4) the policy of empowerment. Direct government policy is not able to effect in improving the welfare of craftsman. So that happened in Badung, therefore it is need intermediary that bridging government policy.
Indirect Effect Among Government Policy, Social Infrastructure, Enterprise, Resource Compete, and Craftsmen Welfare
Main independent variable in this study is the policy of the government, with the ultimate goal to improve the craftsman welfare. Given the direct influence of government policy on the welfare of craftsman is not significant, while the social infrastructure, entrepreneurship, and competitive resources proven to mediate significantly, then the indirect effect of government policies on the welfare of craftsman in the Badung regency is full mediation.
The role of entrepreneur theas mediation in order to propel business growth and welfare said by Piere and Sable (1984) as well as Wennekers and Thurik (1999) . In the case where government policies regulating carrying out their functions and empowerment in order to strengthen the social infrastructure, including the availability of assets and preservation of natural resources (North, 1990; Kretzman and McKnight, 1993; Wollf, 2002) . Social infrastructure as mediation that to strengthen government policies for creating the welfare, recommended by Crocker etal.(1998) , which describes the role of local government as a regulator and facilitator, and empowerment through partnership in building public capital.The government policy becomes an important part in mobilizing public capital and social infrastructure for strengthen the local communities to build their welfare (Kretzman and McKnight, 1993) .
The Government of Regency Badung continues to work to improve the Craftsman welfare through a variety of programs, which aimed to develop entrepreneurial social infrastructure, entrepreneurship, as well as the craftsmen competitive cresources. Some programs of the Government of Badung Regency in the craft industry are as follows. 
